
 
 

CIRCUMVENTION OF CRS DUE DILIGENCE REQUIREMENTS 

Under the Tax Information Exchange Act 2012, any person, including financial institutions, account 

holders, or financial advisors, who tries to avoid CRS reporting through any arrangement or practice, can 

be held responsible and remains subject to reporting obligations.  

Anti-avoidance Rule 

In practice, a Financial Institution must treat any arrangement, transaction, scheme or practice entered into 

mainly to avoid CRS rules as “null and void”. The “null-and-void” rule means that if a scheme to avoid 

CRS is detected, all reporting obligations still apply as if the scheme had not existed. In short, even if a 

client or FI attempts to disguise or reclassify an arrangement, the reporting obligation under CRS remains 

unchanged. 

Examples of Circumvention under CRS.  

 Falsely claiming residency in a Jurisdiction with weak CRS enforcement while actually residing 

elsewhere.  

 Using nominee account holders to hide the true beneficial owner 

 Structuring transactions to fall below CRS reporting thresholds 

 Providing incorrect or unreliable self-certification to financial institutions.  

To prevent Circumvention, RFIs should:  

 Conduct thorough due diligence on account holders, especially those using CBI/RBI schemes 

 Verify self – certifications and ensure they are consistent with other available information  

 Monitor Transactions for suspicious patterns that may indicate circumvention.  

 Request additional documentation when there are doubts about tax residency claims.  

What to do when Circumvention is Identified?  

If an RFI suspects circumvention, it should:  

- Reject unreliable self-certifications and request valid documentation 

- Report suspicious accounts to Ministry of Revenue 

- Enhance internal procedures to address discovered and emerging circumvention risks and to Improve 

compliance monitoring.  

By implementing these measures, RFIs can enhance CRS enforcement and promote greater financial transparency on 

a global scale.   

Residence and Citizenship by Investment Schemes   

The OECD has published the results of its analysis at OECD website  of over 100 Residence by 

investment (RBI) and Citizenship by investment (CBI) schemes offered by CRS-committed jurisdictions, 

identifying schemes that potentially pose a high-risk to the integrity of CRS. 

CBI/RBI schemes are being offered by a substantial number of jurisdictions allowing individuals to 
obtain citizenship or residence rights based on local investments or against a flat fee. These schemes can 

be misused to hide assets offshore by avoidance reporting under the CRS. 

 

Guidance for Financial Institutions 

https://www.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/residence-citizenship-by-investment/
https://www.oecd.org/en/topics/sub-issues/international-standards-on-tax-transparency/residence-citizenship-by-investment.html


 
 

Financial Institutions are required to consider the outcome of the OECD's analysis OECD's analysis of 

CBI/RBI schemes when performing their CRS due diligence obligations.  
The OECD has published practical guidance that Financial Institutions should consider when performing 

their CRS due diligence obligations Frequently Asked Questions section of the OECD’s analysis of 

CBI/RBI schemes). Where there are doubts regarding the tax residences of a CBI/RBI user, the OECD 
has provided further questions for Financial Institutions to ask the account holder. 

Update due diligence procedures 

What Reporting Financial Institutions (RFI) may observe and follow. 

1. An RFI may not rely on a self-certification or documentary evidence, if the RFI knows or has 

reason to know that the CRS self-certification form or documentary evidence is incorrect or 

unreliable. 
2. In making the determination of whether an RFI has reason to know that a CRS self-certification 

form or documentary evidence is incorrect or unreliable, it should consider all relevant 

information available to the RFI, including the results of the following CBI/RBI risk analysis 
undertaken by the OECD. 

3. To the extent that the doubt is related to the fact that the account holder or controlling person is 

claiming residence in a jurisdiction offering a potentially high-risk CBI/RBI scheme, RFIs may 
consider raising further questions, including: 

a. Did you obtain residence rights under an CBI/RBI scheme? 

b. Do you hold residence rights in any other jurisdictions? 

c. Have you spent more than 90 days in any other jurisdictions during the previous year? 
d. In which jurisdiction(s) have you filed personal income tax returns during the previous 

year? 

4. If the facts and circumstances lead the RFI to have reason to know that an account holder or 
controlling person is claiming tax residency under a CBI/RBI scheme, it should take appropriate 

measures to determine the jurisdictions of tax residence of such persons. 

5. Where it becomes evident to the RFI that the account holder may be a tax resident in another 
jurisdiction, the RFI should ask the account holder to submit a valid self-certification declaring 

the correct jurisdictions of tax residence. 

  

 

https://www.oecd.org/en/topics/sub-issues/international-standards-on-tax-transparency/residence-citizenship-by-investment.html
https://www.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/residence-citizenship-by-investment/#faqs
https://web-archive.oecd.org/tax/automatic-exchange/crs-implementation-and-assistance/residence-citizenship-by-investment/index.htm

